DEPARTMENT OF HEALTH AND HUVAN SERVI CES

Heal t h Care Financing Adm nistration

42 CFR Parts 413, 489, and 498
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RI'N 0938- Al 56

Medi care Program Prospective Paynent System for Hospita

Qut patient Services: Provider-Based Criteria; Delay of Effective
Date and Correction

AGENCY: Health Care Financing Adm nistration (HCFA), HHS.
ACTION: Notice of delay of effective date and correction.
SUMVARY: In the April 7, 2000 Federal Register (65 FR 18434), we
published a final rule with corment period entitled, "Prospective
Paynment System for Hospital Qutpatient Services." New
88413.24(d)(6) and 413.65 and revisions to 8§8489. 24, 498.2, and
498. 3 established requirenents for facilities or organi zations
seeki ng provider-based status. This docunent delays the
effective date of these provider-based regul ati ons from Cct ober
10, 2000 to January 10, 2001, applicable for provider cost
reporting periods beginning on or after January 10, 2001. 1In
this docunent, we are al so making a conform ng change in the
regul ati ons text at 8413.65(i) concerning enforcenent.

DATES: Ef fective Date: The effective date for new

88413.24(d)(6) and 413.65 and revi sed 88489. 24, 498.2, and

498.3 is delayed until January 10, 2001.
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Applicability Date: New 88413.24(d)(6) and 413.65 and

revi sed 88489.24, 498.2, and 498.3 are applicable for cost
reporting periods beginning on or after January 10, 2001.
FOR FURTHER | NFORMATI ON CONTACT:
CGeorge Morey, (410) 786-4653.
SUPPLEMENTARY | NFORMATI ON:
l. Backgr ound

On April 7, 2000, we published in the Federal Register
(65 FR 18434), a final rule with cormment period entitled
"Prospective Paynent System for Hospital CQutpatient Services."
Anong the regul atory provisions included were new 88413. 24(d) (6)
and 413.65 and revisions to 88489.24, 498.2, and 498.3. These
regul ati ons established requirenents for facilities or
organi zati ons that seek provider-based status (departnents,
provi der-based entities, satellite facilities, and renote
| ocations of hospitals). The effective date of the provider-
based regul ations, as stated in the April 2000 rule, is
Oct ober 10, 2000.

New 8413.65(i) states that we will recover any overpaynents
resulting frominappropriate treatment of a facility or
organi zati on as provider-based. However, this provision states
that no recovery will be nmade for any period prior to Cctober 10,
2000, if the managenent of the facility or organization nade a

"good faith" effort to operate it as provider-based (as descri bed
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in 8413.65(i)(3)). The reference to Cctober 10, 2000 was
included to limt the "good faith" exception to periods before
the effective date of the new requirenents.

Il. Provisions of this Notice

Based on the follow ng concerns, we have deci ded to del ay
the effective date of the provider-based portions of the
April 2000 final rule until January 10, 2001, applicable for
provi der cost reporting periods beginning on or after
January 10, 2001. For exanple, a provider whose cost reporting
period begins on April 1 will not be affected by these
provi der - based regulations until its cost reporting period
begi nning on April 1, 2001.

To provide for snmooth inplenmentation of the provider-based
regul ations, we nust clarify a nunber of adm nistrative,
procedural, and technical issues and provide our regional
of fices, which are charged with responsibility for making
provi der - based determ nations, and hospitals with further
trai ning and gui dance. W have conpleted a variety of training
and informational activities, devel oped responses to "Frequently
Asked Questions,” and hel d numerous neetings with individual
provi ders and provi der associations in order to comuni cate our
policies and plans for inplenmenting the new regulations. 1In the
course of these activities, the need for additional guidance
interpreting the regul ati ons and addressi ng procedural and

adm ni strative concerns has becone apparent. G ven the tine



HCFA- 1005- CN4 msj / kln Cct ober 3, 2000 4

needed to conplete and dissem nate this naterial, we have
concl uded that inplenmentation of the new provider-based
regul ati ons on Cctober 10, 2000 woul d be inprudent.

A delay in the effective date of the provider-based
regul ations will allow for dissem nation of the additional
mat eri al descri bed above, and will give hospitals and ot her
provi ders additional time to fully assess the potential inpact of
both the new hospital outpatient prospective paynent system and
t he new provider-based regulations on their facilities and
organi zations. A delay in the effective date will also allow the
i ndustry nore tine to prepare to conply with the new regul ati ons,
and that in turn will help reduce the nunber of errors or other
probl enms that m ght occur as a result of transition to the new
rules. The phase-in of inplenentation over 12-nonths, rather
than a single date, will allow for a nore manageabl e distribution
of work for the regional offices, fiscal internediaries, and
hospitals. (As noted earlier, inplenentation by cost reporting
periods neans that a provider with a cost reporting period
starting after January 10, 2001, would not be affected by the new
regul ations until the start of its next cost reporting period.
Thus, a provider with an April 1 cost period would not be
affected until April 1, 2001, a provider with a July 1 cost
period would not be affected until July 1, 2001, and so on.) W
expect to issue further clarification of adm nistrative,

procedural, and technical issues as soon as possible.
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To provide for uniformand consistent application of the
"good faith" exception to periods before the revised effective
date, we are revising 8413.65(i)(2) to state that the exception
will be available only for main provider cost reporting periods
begi nning on or after January 10, 2001 or, in the case of a
facility or organi zation paid as a provider-based entity, for
that entity's cost reporting periods beginning on or after
January 10, 2001.

In October 2000, we plan to host a town hall neeting to
di scuss specific aspects of the provider-based regul ati ons at our
headquarters in Baltinmore, Maryland. The subjects of this
nmeeting will be the ways in which a facility or organi zation can
denonstrate that it serves the sanme patient population as the
mai n provider (8413.65(d)(7)(i)), and the applicability of
provi sions on managenent contracts (8413.65(f)) to certain on-
canpus hospital departments. W wll nake further details
regarding the town hall neeting avail able on our website,
www. hcf a. gov.

[11. Inpact Statenent

In the April 2000 final rule, we discussed the inpact of the
provi der - based regul ati ons on providers and beneficiaries.
Because we are delaying the inplenentation of the final rule, the
current provider-based criteria, as stated in HCFA program

manual s, will remain in effect for an additional period of tinmne.



HCFA- 1005- CN4 msj / kln Cct ober 3, 2000 6

We believe that any inpact on small entities would be positive
because the delay in effective date will allow nore tinme for them
to come into conpliance with the new regul ati ons, and al so permt
the new regul ations to be inplenented in a nore clear and
consi stent manner.

Correction of Errors

In FR Doc. 00-8215 of April 7, 2000 (65 FR 18434), neke the
foll owi ng correction:
Regul ati ons Text
8413. 65 [ Correct ed]

On page 18540, in colum 3, 8413.65 (i)(2) is corrected to
read as foll ows:
8413. 65 Requirenents for a determnation that a facility or an

or gani zati on has provi der-based status.

* * * * *

(i) * * *

(2) Recovery of overpaynents. |If HCFA finds that paynents
for services at the facility or organi zati on have been nmade as if
the facility or organi zati on were provider-based, even though
HCFA had not previously determned that the facility or
organi zation qualified for provider-based status, HCFA w ||
recover the difference between the anount of paynents that
actually were nade and the anmount of paynments that HCFA estinates

shoul d have been nade in the absence of a determ nati on of



HCFA- 1005- CN4 msj / kln Cct ober 3, 2000 7

provi der - based status. Recovery will not be made for any main
provi der cost reporting periods beginning before January 10, 2001
or, in the case of a facility or organization paid as a

provi der-based entity, for that entity's cost reporting periods
begi nni ng before January 10, 2001 if, during all of those

peri ods, the managenent of the facility or organization made a
good faith effort to operate it as a provider-based facility or

organi zati on, as described in paragraph (h)(3) of this section.

* * * * *
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(Authority: Section 1888(t) of the Social Security Act

(42 U.S.C. 1395yy(t))

(Cat al og of Federal Donestic Assistance Program No. 93. 773,

Medi car e- - Hospital | nsurance; and Program No. 93.774, Medicare--

Suppl emrent ary Medi cal | nsurance Progran

Dat ed:
Nancy- Ann M n DeParl e,
Adm ni strator, Health Care Fi nancing
Adm ni stration.

Dat ed:

Donna E. Shal al a,

Secretary.
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